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k UNITED STATES DISTRICT COURT
WESTERN District of WASHINGTON
UNITED STATES OF AMTRICA JUDGMENT IN A CRIMINAL CASE
L (For Offenscs Comminted On or After November 1, 1987)
KEVIN MCCARTHY Case Number: CRO2-242P

Carol A. Koller

Delendant’s AUFRED ——_ENTERED
THE DEFENDANT: e LODGED . RECENED

M pleaded guilty to count(s) One (1) and Two (2) of the Information Cea .
HOR 2007 26

SENTTLE
CLERK U8, IHBTHRICT COUFT
WESTERN DISTRICT OF w;sﬁlfumaw

(Plea Date: July 23, 2002)

O pleaded nolo contendere to connils)
which was accepted by the court.

[ was found guilty on count(s) Py A
after a plea of not guilty.
ACCORDINGLY, the court has adjudicated that the defendant iz guilty of the following offense(s):
Date Qffense Count
Title & Seclion Nature of Offense Con¢luded Number{(s)
IBUSC §3N Conspiracy to Commil Sceurities Fraud, Wire Fraud, Mail Fraud and ~ Jan. 23, 2002 1
Money Laundering
18 U.8. C. § 1341 Mail Fraud Jan. 23, 2002 2
The defendant is sentenced as provided in pages 2 through 3 of this judpment. The sentence is imposed pursuant to
the Sentencing Reform Act of 1984, 1
O The defendant has been found not guilty on count(s)
Q O Count(s) Ois [ are dismissed on the motion of the United States.
g 1T 18 ORDERED that the defendant shall notify the United States attomey for this district within 30 days of any change of name,

residence, or mailing address until al) fines, restitution, costs, and gpecial assessments imposed by this jud%ment are fully paid. 1f ordered to

? pay restitution, the defendant shall aotify the court and United States attomey of any material change in the defendant’s economic circumstances,

¢ gt — —
Hgﬁ_andant's Soc. 8¢cc. 525.06.3322 fth
” & JEFFREY B. COOPERSMITH

Defendunt’s DOB: March 29, 1963 ; )'gﬁitm 6f Assistant United Stales Altomey
. 32194-D86

Defendant's USM Noo July 6, 2004

ate of Imposition of Judgmentl

Defendunt's Residence Address:

12916 1271 Place NE
Kirkland, WA 98034

Signature of Judicial (Jﬁicc(

MARSHA J. PECHMAN, U.5. DISTRICT CQURT JUDGE
¢ and Title of Judicial Officer

Defendant’s Mailing Addmess:

samse | RV ST AR RO OO
—— | THAVRRU OB A A I

02-CR-00242-0ORD
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DEFENDANT: KEVIN MCCARTHY
CASE NUMBER: CR02-242P

IMPRISONMENT

The defendant is hereby committed to the custody of the United States Bureau of Prisons to be imprisoned for a total
total term of FORTY-EIGHT (48} MONTHS

O The court makes the following recommendations to the Bureau of Prisons:

O  The defendant is remanded to the custody of the United States Marshal.

[ ] The defendant shall surrender to the United States Marshal for this district:

O at J am 0O pm on

O  as notified by the United States Marshal.

O The defendant shall surtender for service of sentence at the institution designated by the Burcau of Prisons:
[0 before 2 pan. on
O  as notified by the United States Marshal.

M as notified by the Probation or Preirial Services Office.

RETURN
I have executed this judgment as follows:
Defendant delivered on to
at . with a certified copy of this judgment,
UNITED STATES MARSHAL
By

DEPUTY UNITED STATES MARSHAL
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DEFENDANT: KEVIN MCCARTHY
CASENUMBER:  CR02-242P
SUPERVISED RELEASE

TUpon release from imprisonment, the defendant shall be on suparvised release for a term THREE (3) YEARS

The defendant shall report to the probation office in the disirict to which the defendant is released within 72 hours
of release from the custody of the Bureau of Prisons.

The defendant shall not commit another federzal, state or local crime.
The defendant shall not illegally posscss a controlled subsiance.
For offenses commiited on or after September 13, 1994;
The defendant shall refrain from any unlawful use of a controlled substance. The defendant shall submit to one
drug test within 15 days of release from imprisonment and at least two periodic drug tests thersafter.
B The above diug testing condilion is suspended, based on the court’s determination that the defendant poses a low risk of
future substance abuse.
B The defendant shall not possess a fircarm, destructive device, or any other dangerous weapon,

If this judgment imposes 4 fine o1 a restitution obligation, it shall be a condition of supervised release that the defendunt pay any
such fine or r2stitution that remains unpaid at the commencemcnt of the term of supervised release in azcordance with the Schedile of
Payments sct forth in the Criminal Monetary Penalties sheet of this judgment.

The defendant shall comply with the standard conditions that have been adopted by Lhis court (set forth below). The defendant shall also
comply with the additional conditions on the attached page.

STANDARD CONDITIONS OF SUPERVISION

1)  the defendant shall not leave the judicial district without the permission of the court or probation officer;

2y the ﬁﬂ.&fﬁ:ﬂ%ﬁﬂt shall report to the probation officer and shall submit a truikiful and complete written report within the first five days of
each month;

3) the defendant shall answer truthfully all inguirics by the probation officer and follow the instructions of the probation officer;
4) the defendant shall support his or her dependents and mect other family responsibilities;

5) the defendant shall work regularly at a lawful oceupation, unless excused by the prebation officer for sehoaling, training, or other
acceptable reasons;

6) the defendant shall notify the probation officer at least ten days prior to any change in residence or employment;

7)  the defendant shall refrain from excessive use of aleokol and shall not purchase, possess, use, distribute, or administer any
controlled substance or any paraphernalia related to any controlled substances, cxcept as prescribed by a physician;

8) the defendant shall not frequent places where controlled substances are illegally sold, wsed, distributed, or administered:

9)  the defendant shall not associate with any persons engaged in criminal activity and shall not associats with any person convicted of
a felony, unless grantcd permission to do so by the probation officer;

10)  the defendant shall permit a probation officer 1o visit him or her at any time at home or elsewhere and shall permit confiscation of any
coniraband observed in plain view ol the probation officer;

11)  the defendant shall notify the probation officer within seventy-two hours of being arrested or questioned by a law enforcement officer;

12)  the defendant shall not enter into auy agreement to act as an informer or a special agent of & law enforcement agency without the
permission of the court;

13)  asdirected by the probation officer, the defendant shall notify third parties of risks that may be occasioned by the defendant’s criminal
record or personal history or churacleristics and shall permit the probation officer to make such notifications and to confirm the
defendant’s compliance with such notification requirement.
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DEFENDANT: KEVIN MCCARTHY
CASE NUMBER:  CR02-242P

10,

ADDITIONAL CONDITIONS OF SUPERVISION

The defendant shall be prohibited from possessing a firearm or destructive device as defined in 18 U.S.C. § 921.

The defendant shall submit to mandatory drug testing pursuant to 18 U.S.C. § 3563(a)(5) and 18 U.5.C. § 3583(d).
YES _X NO.

The defendant shall sybmit to a search of his person, residence, office, propetty, storage unit, or vehicle conducted in

4 Teasonable manner and at a reasonable time by a probation officer.

Restimtion in the amount of $12,176,290 is due immediately. Ang unpaid amount is to be praid during the period of
supervision in monthly installments at a rate of not less than __1 % of your gross monthly household income.
Interest on the restitution shall be waivel.

"The defendant shall provide his probation officer with access to any requested financial information, including
authorization to condugct credit checks and obtain copies of the defendant’s Federal Income Tax Reiurns, The defendant
shall not obtain any credit or loan without the approval of the probation officer.

The defendant shall maintain a single ¢hecking account in defendant’s name, The defendant shall deposit into this
account all income, monetary gains, or other pecuniary proceeds, and make use of this account for Faymen‘c of all
personal expenses. This account, and all other bank accounts, must be disclosed to the probation office.

If the defendant maintains interest in any business or enterptise, the defendant shall, upon request, surrender and/or
make available for review, any and all docurnents and records of said business or enterprise to the probation office.

The defendant shall disclose all assets and liabilities to the probation office. The defendant shall not transfer, sell, give
away, ot otherwise convey any asset without first consulting with the probatien office.

The defendant shall be restricted from employment in the financial services or securities industry. The defendant shall
be probibited from engagi Hg in fundraising activities of any kind whatsoever, and shall be prohibited from providing any
business and/or f’11'1ancj.:%1%]e-11 vice to others.

The defendant shall not be self-employed and shall not be emploved by friends, relatives, associates, or persons
pteviously known to him, unless approved by the probation office. The defendant shall not accept or begin
employment without pricr approval from the E;ubalion office, and employment shall be subject to continuous revisw
and verification by the probation office. The defendant shall nat work for cash, and his employment shall provide

regulat pay stubs with the appropriate deductions for taxes.
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DEFENDANT: KEVIN MCCARTHY

CASE NUMBER: CR02-242P
CRIMINAL MONETARY PENALTIES

The defendant shall pay the following total criminal monetary penaltics in aceordance with the schedule of payments set forth on
Sheet 5, Part B,

Assessment Fine Restitntion
TOTALS $ 200.00 $0.00 $ 12,176,290.00
[0 The determination of restitution is deferred until . An  Amended Judgment in a Criminal Case (AD 2450)

will be entered after such determination,
M The defendant shall make restitution (including commmunity restitution) to the following payees in the amount listed below.

If the defendant malkes a partial payment, each payee shall receive an approximately LFro ortioned payms2nt, unless specified otherwise in
the priority order or percentage payment column 1I;ei-:wv. However, pursuant to 18 U.5.CC. § 3664(1), all nonfederal victims must be paid
in full prior to the United States receiving payment.

Priority Order
*Total Amount of or Percentage
Name of Payee Amount of 1.oss Restitution Ordered of Payment

Michael Grassmueck, $12,176,220.00 $12,176,290.00
appomted by the Court in
SEC v, Ilealth Maintenance
Centers, Inec., et.al,,
C02-133P (W.D. Wa.}
P.C}. Box 5248
Pottland, OR 97208

TOTALS $ $12,176,290.00 3 $12,176,200.00

Defendant shall pay restitution to the Receiver for distribution by the Receiver to those persons classified as investors. In the event that the
the Receivership terminates prior to Defendant’s full payment of restitution in the amount ordered by the Court, the Defendant shall pay
restitution to those persons classified as investors in the Court’s final distribution order in SEC v. Health Msintensnce Centers, Ing, et. al.
CV02-1533P (W D. Wa). Defendant shall receive credit for any and all amounts or property paid ot forfeited as of July 6, 2004,

]  Wapplicable, restitution 2mount ordered pursuani to plea ugreemnent §

[J The defendant shall pay interest on any fine or restitution of more than $2,500, ynless the fine or restination is paid in full before the
fifteenth day after the date of the judgment, pursuant to 18 U.5.C. § 3612(f). All of the payment options on Sheet 5, Part B may be
subject to penaltics for delinquency and default, pursuant to 18 U.S.C. § 3612(g).

B The court determined that the defendant does not have the ability to pay interest, and it is ordered that:
B the interest requirement is waived lor the [J fineand/or W restitution,

O the interest requirement forthe [J fineand/or [0 testitution is modified as follows:

0O The court detcrmined that the defendant does not have the ability to pay intcrest, and it is ordered that:

B The Court finds that the defendant is financially unable and is unlikely 1o become able to pay a fine and, accordingly, the
imposition of a fine i3 waived.

¥ Findings for the fotal whount of losses arc required under Chapters 1084, 110, 110A, and 113A of Titlc 18, United States Code, for offenses committed
on or after September 13, 1994 but before April 23, 1996,
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DEFENDANT: KEVIN MCCARTHY

CASE NUMBER: CR02-242P

SCHEDULE QOF PAYMENTS

Having sssessed the defendant’s ability to pay, paymeni of the total criminal monetary penalties shall be due ag follows:

@ PAYMENT IS DUE IMMEDIATELY. Any unpaid amount shall be paid:
B During the petiod of imprisonment, pursvant to the Bureau of Prizons’ Inmate Financial Responaibility Program,

B During the period of supervised release, in monthly installments amounting to not Iess than ___10___ % of the defendant’s
gross monthly househald income, to commence 30 days after release from imprisonment.

O During the periad of probation, in monthly installiments amounting to not less than %% of the defendant’s
gross monthly household income, to commence 30 days afier the date of this judgment.

B Special instructions regarding the payrnent of crimimal monetary penalties:

MAKE CHECK{S) FOR ALL CRIMINAL MONETARY PENALTIES, INCLUDING SPECIAL ASSESSMENTS, FINES, AND
RESTITUTION, FAYABLE T(x:

United States District Court Clerk, Western District of Washington. For restitution g:afmcnts, the Clerk of the Court is ta forward money
received to the party(ies) designated to receive restiution spectfied at page 5 of this Judgment,

1. The payment schedule above is the minimum amount that the defendany is expected to pay fowards the monetary
penalties imposed by the Court. The defendant shall pay move then the amaunt established whenever possibie,

2. The defendant must notify the Court, the United States Probation Qffice, and the United Siates Attorney’s Office of any
muteriul change in the defepdant’s firancial circumstances that might affect the ability to pay restitution,

Unless the court has expressly ordered otherwise in the special instruction above, if this judgment imposes a period of imprisonment, payment
of criminal monetary penalties shall be due during the period of imprisotunent. All criminal monetary penalties, except those payments made
through the Federal Bureau of Prisons’ Inmate Financial Responsibility Program, are made to the cletk of the court, unless otherwise directed
by the court, the probation officer, or the United Statcs attorey,

The defendant shall receive credit for all payments previonsly made toward any criminal monetary penalties imposed.

B Joint and Several
Defendant Name, Case Mumber, and Joint and Several Amount:
Restitution shail be joint and several with any other defendants convicted of the same cons; iracfr and scheme to defraud invelving the
sale of the securities of Zoetix, Inc., Health Maintenance Centers, Inc., Cascade Pointe, and affilisted entities, in the amounts ordered
by the Court at the sentencings for any such defendants, and the following defendants:

Clifford Baird, CR02-256PF, amount to be determined at sentencing

Kevin L. Lawrence, CR0O2-260P, $%1,644,845 85,

Donovan C. Claflin, CR02-260P, amount to be determined at scntencing

(SEE PAGE 7 OF JUDGMENT FOR ADDITIONAL JOINT AND SEVERAL DEFENDANTS)

O The defendant shall pay the cost of prosecution.
O The defendart shall pay the following court cost(s);

W The defendant shall forfeit the defendant’s interest in the following property to the United States:

SEE PAGE 8 OF THE JUDGMENT

Payments shall be applied in the following urder: (1) assessment, (2) restitution principal, (3) restitution interest, (4) fine principal,
(5) community restitution, (6) fine interest (7, penaltics, and (8) costs, including cost of prosecution and court costs.
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DEFENDANT: KEVIN MCCARTHY
CASE NUMBER: CRO2-242P

ADDITIONAL DEFENDANTS HELD JOINT AND SEVERAL

Case Number Joint and Several

{Including Defendant Number) Defendant Name Amount

CRO2-260P Steven 1. Revmer To be determined at sentencing
CROZ2-415P James N. Wucnsche $10,856,290.00

CRO3-176P Timothy T. Moody $2,484,000.00

CRO2-260P [.ary L. Beaman To be determined at sentencing
CRO2-260P Michael J. Culp To be determined at sentencing
CRO2-260P Harvey W_ Kuiken To be determined at sentencing
CRO2-260P Alfonso Db, Lacson To be determined at sentencing
CRO2-260P Alexander D. Laczon To be determined at sentencing

Deferidant McCarthy’s restifution obligation shall not
begin to be reduced by amounts recovered from others
until the amount recovered from others exceads
$79.468,555.86.
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DEFENDANT: KEVIN MCCARTHY

CASE NUMBER:  CRO2-242P
ADDITIONAL FORFEITED PROPERTY

SEE PRELIMINARY ORDER OF FORFEITURE IN THIS CASE, ATTACHED HERET AND MADE A PART HEREQT,




